
 

 

BQ: COTE RO    

Last close

Target price

Upside/downside 

Market cap (m)

2014A 2015F 2016F 2017F

Trading multiples

P/E 11.3 10.9 11.1 11.0

P/B 0.8 0.8 0.7 0.7

EV/EBITDA 2.4 2.0 2.0 1.9

DIVY 8.9% 9.1% 9.0% 9.1%

P&L summary (RONm)*

Sales revenues 375.0 373.8 372.0 372.6

    Domestic oil transp. rev 314.4 309.9 309.2 309.0

    Import oil transp. rev 58.5 61.9 60.8 61.6

Operating expenses, o/w 348.2 342.6 342.2 343.5

    Modernisation quota 58.0 57.6 57.3 57.4

EBITDA 101.3 108.0 107.4 108.0

EBIT 54.8 61.0 60.2 60.5

Net financial result 9.6 5.2 5.1 5.1

EBT 64.5 66.2 65.3 65.6

Net profit 51.4 53.0 52.3 52.5

Balance Sheet summary (RONm)*

Cash&cash equivalents 343.0 365.2 367.0 381.6

Total assets 805.0 831.3 860.1 889.5

Total debt 0.0 0.0 0.0 0.0

Total liabilities 56.9 50.2 49.9 50.0

Shareholder's equity 723.4 755.3 784.1 813.0

Margins & ratios

EBITDA margin 27% 29% 29% 29%

EBIT margin 15% 16% 16% 16%

Net profit margin 14% 14% 14% 14%

*IFRS

1m 3m 12m YTD

-8% 1% 37% 22%

Romania

Pipeline Transportation

RON 580 € 131

Price performance 

BUYCONPET RON 66.95

There are projects in the pipeline that could 

double the net
25%

RON 83.60

 Swiss Capital

July 15, 2015 BUY

We initiate coverage on Conpet with a BUY recommendation.

Conpet has projects in the pipeline that could double the net.
Anyway, our valuation model on the company does not

incorporate the potential cash flows steaming from these

investment opportunities as we need further details to elaborate

on. Meantime, Conpet can be played safe at a DIVY of around 9%.

Pitesti – Pancevo project could raise the net to some RON 85-
96m. A feasibility study is currently undergoing and the

interconnection is pending as Conpet is in discussion with the

foreign partners. Pitesti – Pancevo pipeline would provide oil to

NIS refinery in Serbia, using COTE’s existing pipeline from

Constanta to Pitesti and the new built segment. The new pipeline

would have a capacity of 7.5mt per year. Based on preliminary
analysis, 439km of pipeline would have to be built, for a total cost

of approx. EUR 200m (out of which 380km on Romanian territory

for an estimated cost of EUR 182m). According to COTE’s

management, this cost would either be supported entirely by the

company or be split in half between COTE and NIS. We assumed

the pipeline costs would be split 50/50 between COTE and NIS.
Our rough estimates indicate that Pitesti-Pancevo project could

add some RON 34-45m per year to the net assuming the company

will aim to obtain a return on the new asset at the level of its

historical 4Y average of 10%. That is RON 45m (10% X RON 450m).

The low end of the annual profit range estimate of RON 34m takes

into consideration the financing costs that are not reflected in the
company’s average ROA as Conpet is a debt free company.

* The development of crude oil and petroleum products storage

activity could add some RON 6-11m to the net. Another direction

for COTE would be the development of the storage activity of
crude oil and petroleum products. European directive states that

EU members are obliged to maintain emergency reserves of crude

oil and/or petroleum products for 90 days. Currently, COTE has a

storage capacity for crude oil of 159k tonnes. For the storage of

petroleum products, the company has identified the possible

acquisition of a deposit owned by Petrotrans, currently in

insolvency procedure. However, both COTE’s tanks and those of
Petrotrans would need rehabilitation. The costs related to this

project would amount EUR 25m. The first stage of the feasibility

study was finished in Q1’15 and results are expected within the

following months. Following the Pitesti – Pancevo rationale, we

see this project adding RON 6-11m to COTE’s net.

* 2015 outlook. DIVY of 9%. Bottom-line helped by i mport tari ffs

increase and reduced OPEX. For 2015, we see about flat transport

revenues of RON 374m (-0.3% Y/Y) on low domestic and imported

crude oil volumes partially offset by a 13% increase in import

tariffs. We expect FY’15 OPEX to go down by 1.6% Y/Y to RON
342.6m mainly on decreased crude oil rail transportation expenses

(-3.7% Y/Y to RON 76m) and other expenses with taxes and

revaluation of tangibles (-4.2% Y/Y to RON 62m). Thus, FY’15 EBIT

should stand at RON 61m (+11.3% Y/Y). Due to the declining

interest rate environment, we see a net financial result of RON

5.2m (-46% Y/Y). As such, for 2015 we see the net profit at RON
53m (+3% Y/Y). Based on a pay-out ratio of 100%, we expect a

FY’15 DPS of RON 6.12 (+3% Y/Y), implying a DIVY of 9.1%.
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 Investment case 

 We initiate coverage on Conpet with a BUY recommendation and a target price of 

RON 83.6 per share revealing an upside potential of 25% against last close. We used a 

DCF model with a 5-year explicitly forecasted period after which a terminal free cash 

flow with a perpetual growth of 1% is employed. 

 2015 outlook. DIVY of 9%. Bottom-line helped by import tariffs increase and reduced 

OPEX. For 2015, we see about flat transport revenues of RON 374m (-0.3% Y/Y) on low 

domestic and imported crude oil volumes partially offset by a 13% increase in import 

tariffs. We see domestic revenues going down by 1.4% Y/Y to RON 310m due to a 

slight decrease in volumes by 1% Y/Y to 3.9mt while avg. tariffs are to remain flat this 

year. Import revenues should hike 9.4% Y/Y to RON 62m due to an increase in tariffs 

starting February this year by an avg. of 13% Y/Y. Looking forward we see as limited 

the additional growth in volumes via COTE’s import sub-system due to the upgraded 

capacity of Burgas (Bulgaria) operated by Lukoil. We expect FY’15 OPEX to go down by 

1.6% Y/Y to RON 342.6m mainly on decreased crude oil rail transportation expenses (-

3.7% Y/Y to RON 76m), and other expenses with taxes and revaluation of tangibles (-

4.2% Y/Y to RON 62m). Thus, FY’15 EBIT should stand at RON 61m (+11.3% Y/Y). Due 

to the declining interest rate environment, we see a net financial result of RON 5.2m (-

46% Y/Y). As such, for 2015 we see the net profit at RON 53m (+3% Y/Y). Based on a 

pay-out ratio of 100%, we expect a FY’15 DPS of RON 6.12 (+3% Y/Y), implying a DIVY 

of 9.1% if last price considered. 

 Catalysts 

 Conpet has projects in the pipeline that could double the net in the medium-term. 

Anyway, our valuation model on the company does not incorporate the potential cash 

flows steaming from these investment opportunities as we need further details to 

elaborate on. Meantime, Conpet can be played safe at a DIVY of around 9%.  

Pitesti – Pancevo project could almost 

double the net to some RON 85-96m  

The interconnection of the national crude oil transportation system with the Serbian 

system is a shortened version of the Pan European Oil pipeline (PEOP) which aimed at 

the transport of oil from Constanta harbor to Trieste (Italy) and had the role of 

reducing the dependence of the EU to the oil deliveries from Russia.  

After the withdrawal of Croatia, Slovenia and Italy, only Romania and Serbia are still 

interested in the construction of a new pipeline. The Serbian company NIS, controlled 

by Gazprom, is interested in developing an efficient oil supply route for its refinery in 

Pancevo. The unit has an annual capacity to refine oil of almost 4.8mt.  

A feasibility study is currently undergoing and the interconnection is pending as COTE’s 

management is in discussion with their foreign partners. Pitesti – Pancevo pipeline 

would provide oil to NIS refinery in Serbia, using COTE’s existing pipeline from 

Constanta to Pitesti and the new built segment. The new pipeline would have a 

capacity of 7.5mt per year. Based on preliminary analysis, 439km of pipeline would 

have to be built, for a total cost of approx. EUR 200m (out of which 380km on 

Romanian territory for an estimated cost of EUR 182m). According to COTE’s 

management, this cost would either be supported entirely by the company or be split 

in half between COTE and NIS.  
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We assumed the pipeline costs would be split 50/50 between COTE and NIS. As of 

2014-end, COTE reported a cash position of RON 343m (+33% Y/Y), out of which RON 

142m is related to the modernisation quota, leaving the company approx. RON 200m 

(EUR 44m) to use for the project. We believe that for the remaining RON 250m (EUR 

56m) COTE could easily obtain a loan as its FY’14 EBITDA stood at RON 101m.  

Our rough estimates indicate that Pitesti-Pancevo project could add some RON 34-

45m per year to the net assuming the company will aim to obtain a return on the new 

asset at least at the level of its historical 4Y average of 10%. That is RON 45m (10% X 

RON 450m). The low end of the annual profit range estimate of RON 34m takes into 

consideration the financing costs that are not reflected in the company’s average ROA 

as Conpet is a debt free company.  

The development of crude oil and 

petroleum products storage activity  

could add some RON 6-11m to the net   

Another direction for COTE would be the development of the storage activity of crude 

oil and petroleum products. European directive (2009/119/CE) states that EU 

members are obliged to maintain emergency reserves of crude oil and/or petroleum 

products for 90 days. According to the Romanian legislation (HG no 478/2014),  for 

2014 the level of these reserves amounted 1,365,245 tonnes, out of which crude oil 

represents 976k tonnes and gasoline and diesel 357k tonnes.  

Currently, COTE has a storage capacity for crude oil of 159k tonnes (both domestic and 

import systems). For the storage of petroleum products, the company has identified 

the possible acquisition of a deposit owned by Petrotrans, currently in insolvency 

procedure. This deposit has 21 tanks for gasoline and diesel with a total capacity of 

147k tonnes. However, both COTE’s tanks and those of Petrotrans would need 

rehabilitation and a rigorous control. According to the management, the costs related 

to this project would amount EUR 25m. 

The first stage of the feasibility study run by the company was finished in Q1’15 and 

results are expected within the following months. According to the management, the 

project would be initiated immediately if the results meet COTE’s expectations and 

should generate inflows in about 1 – 1.5 years after implementation.  

Following the Pitesti – Pancevo estimates rationale, we believe the development of 

the storage activity could add RON 6-11m to COTE’s net.   

Possible acquisition of an oil terminal 

in Republic of Moldova 

The acquisition of an oil terminal in the Republic of Moldova could be another possible 

move. Although the company does not have an official position regarding this project 

for the moment, the GSM approved in February the hiring of a law firm with expertise 

in private international law to provide legal assistance “related to the approaches that 

are to be undergone in view of extending the company’s business overseas”.  

The oil terminal in Giurgiulesti Port on the Danube has a storage capacity for gasoline 

and diesel of 63.3k mc and an annual reloading capacity of 1m tonnes. Also, mixed-

gauge rail loading/unloading facilities enable the company to transship oil products 

directly to/from the Commonwealth of Independent States (CIS) and EU markets by 

railway.  

 Risks 

High dependency on few clients: OMV 

Petrom accounts for 82% of total 

transported revenues 

Conpet is highly dependent on the evolution of the domestic oil sector and is a captive 

supplier to a very small number of refineries that import crude. In spite of this, the 

company maintained a relatively constant financial performance and had constantly 
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been an attractive dividend play on the Romanian stock exchange. 

OMV Petrom accounts for 82% of COTE’s total transported revenues, but at its turn, 

Petrom does not have an alternative transportation system for the crude needed for 

its recently modernised refinery that implied investments of EUR 600m.    

Accused of money laundering and tax 

evasion worth an estimated EUR 

230m, Lukoil warns with Petrotel 

refinery closure - Petrotel accounts for 

18% of total transported revenues 

Russian group Lukoil does not intend to close the refinery in Romania, but it will have 

to do that if local authorities require the seizure of assets and accounts, warned the 

representatives of the Russian oil company at a press conference.  Lukoil has rejected 

accusations of money laundering and tax evasion against Petrotel-Lukoil worth an 

estimated EUR 230m.  

Petrotel refinery of Lukoil accounts for 17.7% of COTE’s total transported revenues. 

We believe the authorities will avoid actions that would trigger the shutdown of the 

refinery. However, the impact on COTE’s EBIT will be only marginal and would stand at 

some RON 3.5m per year. Lukoil imports about 2.2 mt/year of crude for Petrotel 

refinery implying revenues for Conpet of RON 58m, while the operating margin of the 

import sub-system stood at 6% in 2014.  

Crude imported volumes to Romania 

are questioned by the upgrade in the 

processing capacity of Lukoil’s refinery 

in Bulgaria  

More, Lukoil upgraded the processing capacity of Burgas refinery operated by the 

Russian company in Bulgaria. The refinery’s capacity has been increased to 12mt from 

9.5mt and is expected to be finalised during this year. Lukoil’s transported volumes via 

COTE’s pipeline match the increase in Burgas refinery capacity, which questions the 

stability of volumes supplied to Petrotel.  

We believe Lukoil’s exit from the Romanian market is highly unlikely. After investments 

of UDS 400m realised in the last 16 years, Lukoil has a local integrated business with a 

network of 304 filling stations and 8 storage capacities.  
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 Company snapshot 

 

Conpet is the sole operator of the 

national crude oil, natural gasoline 

and ethanol transportation grid, 

owning a natural monopoly position 

Conpet is the sole operator of the national crude oil, natural gasoline and ethanol 

transportation grid, owning a natural monopoly position.  

The core activity of Conpet is the transport of crude oil, rich gas, ethane and 

condensate through the concessioned National Transport System (NTS) and by railway 

tanks, in view of supplying the refineries from Romania with domestic and imported 

crude oil. The 30 years NTS concession agreement has been granted in July 2002 by 

the National Agency for Mineral Resources (ANRM). For the transport of crude oil 

through the major pipelines of the NTS, Conpet pays royalties calculated as a 10% 

quota out of the related revenues. 

The pipeline system administered by Conpet covers 24 Romanian counties and 

comprises pumping stations, loading - unloading ramps, railway tanks and tank farms. 

For the operation and maintenance of the NTS, the company owns maintenance 

facilities and related equipments. The transport operations are being controlled from 

the central dispatch located in the main headquarters of the company in Ploiesti, as 

well as from local and regional dispatches. 

The transport network operated by Conpet has 3,800 km in length out of which 3,161 

km are being effectively used for the transport of crude oil, rich gas, condensate and 

liquid ethane. It consists of four main sub-systems: (i) the sub-system for domestic 

crude oil transport (1,540 km length); (ii) the sub-system for imported crude oil 
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transport (1,350 km length); (iii) the sub-system for rich gas and ethane transport (920 

km length); and (iv) the sub-system for the transport in railway tanks (12 km of 

railway, upload/download platforms, 13 locomotives, 40 transport vehicles for crude, 

and 29 for gasoline) 

The transport throughout the system operated by Conpet reaches almost 27.5 

mt/year: 6.9 mt/year domestic crude oil and condensate; 20.2 mt/year imported crude 

oil; 0.23 mt/year rich gas and 0.10 mt/year liquid ethane.  

The utilisation rate of the domestic transportation system lowered from 28.8% in 2009 

to 27.4% in 2014 due to the closing down of several refineries and also as a result of 

the decrease in volumes transported for Rompetrol which constructed its own 

terminal. 

The beneficiaries of the transport services are: (i) OMV-Petrom for the transport of 

domestic crude and oil derivatives through pipelines and by railway; (ii) Petrotel - 

Lukoil for the transport of domestic crude oil, procured from OMV Petrom and of 

imported crude oil through pipelines; and (iii) Rompetrol Rafinare for the transport of 

imported crude through pipelines. As Rompetrol has its own oil terminal, Conpet’s 

main revenue streams are generated by the domestic transport of crude oil from the 

oil wells of OMV Petrom to its processing unit Petrobrazi and by the import of crude oil 

for Lukoil’s refinery, Petrotel. 

Conpet: Revenues structure by clients (2014) 

 

Source: Conpet 
 

The transportation tariffs charged by 

the company are based on a cost plus 

methodology 

Conpet’s activity is regulated by the ANRM with tariffs approved and set on an annual 

basis using a cost-plus methodology. However, if any of the parameters taken into 

account register a variation of more than +/-5%, tariffs can be revised on a half-year 

basis.  

Each year, the regulator assesses the fixed and variable costs of the company and 

adjusts them in line with inflation. A certain operating margin is added to the service 

cost required to cover the transportation service. Tariffs cannot increase by more than 

10% per year, unless inflation exceeds forecasts and no legislative changes affect the 

costs.  

Tariffs are set in a differentiated manner for the transportation sub-systems, domestic 

and import and are customised for the geographic areas where the company operates. 

OMV Petrom, 
81.97%

Petrotel-
Lukoil, 17.67%

Rompetrol 
Rafinare, 0.36%
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The domestic transportation tariff is computed as the weighted average tariff for 

transporting oil through the pipeline, railway and combined sub-segments. Each sub-

segment tariff takes into consideration the fixed and variable costs and an operating 

profitability set by the regulator. The operating margin of the domestic oil 

transportation sub-system stood at 16% in 2014 and averaged 14% over the last three 

years. 

Import tariffs are differentiated for each refinery, based on the distance from the 

terminal which belongs to Oil Terminal, a company located on the Black Sea coast. 

Rompetrol refinery has the lowest tariffs due to its position in the proximity of Oil 

Terminal. Starting with February this year, ANRM approved the increase in import 

tariffs by 13% Y/Y. The operating margin of the imported oil transportation sub-system 

stood at 6% in 2014 and averaged -0.4% over the last three years. 

 Conpet: Average tariffs applied for each sub-system  

 

Source: Conpet 
 

Modernisation quota  Modernisation quota is a charge collected through tariffs which provides the necessary 

funds for the modernisation of the assets of the public domain or the investments in 

new assets that become public property once fully depreciated. Each fiscal year, a non-

cash expense (simillar to depreciation) is determined as a percentage quota (currently 

15.5%) multiplied by cash revenues. At the same time, a non-cash revenue equal with 

the depreciation of the assets financed by the quota is accounted in.  

Conpet: Modernisation quota impact on the P&L 

 

Debt free as investment needs are 

financed from modernisation quota 

and own sources 

COTE finances the investment activity from own sources and the modernisation quota. 

Both sources of financing offer the company a full financial autonomy and thus Conpet 

is debt free.  
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Domestic pipeline avg. tariffs Domestic railway avg. tariffs Domestic combined avg. tariffs Import avg. tariffs
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Other revenues, o/w: 

     Revenues from the modernisation quota 34.6 33.7 50.2 25.5

Other expenses, o/w:

     Modernisation quota expense 53.8 51.9 53.3 58.0

Net impact  -19.2 -18.2 -3.1 -32.6

Source: Conpet, Swiss Capital estimates
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           Conpet: Planned and realised CAPEX (RONm)                                            Conpet: CAPEX  financing sources (RONm) 

                

Source: Conpet, Swiss Capital estimates 
 

Cash in hand represents about 59% of 

current market capitalisation 

As of 2014-end, COTE reported a cash position of RON 343m (+33% Y/Y), 60% of 

current market capitalisation. Approx. 42% (RON 142m) of this cash is related to the 

modernisation quota and thus it is used for funding the development and the 

maintenance at optimal functioning level of the transportation system. In Q1’15, the 

company acquired RON 260m gov’t bonds denominated in local currency, maturing on 

January 2016 and carrying an annual yield of 1.5%.  

ADT surged on increased free float  Since November last year when Fondul Proprietatea (FP) sold 23.6% of its stake in 

COTE, the stock liquidity improved significantly with the average daily turnover (ADT) 

surging 12.8x to RON 171k (EUR 38k), whereas the price increased by 25.7%. The free 

float rose from 9.02% as of 2013-end to 28.15% by 2014-end.  

Part of FP’s stake was bought by the Finish investment fund KJK Fund II SICAV-SIF 

(390k shares, 4.6% stake) thus increasing its holding from 2.56% to 7.07%. After the 

sale, FP reduced its stake to 6.06%.  

The Ministry of Economy is the 

majority shareholder with a holding of 

58.72%     

Conpet: Shareholding structure (as of 31 December 2014) 

 

Source: Conpet 
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 Sector outlook 

 Romania remains the fourth largest oil producer in EU after Norway, UK, Denmark and 

Italy, even though its production has diminised constantly in the last years.  

Largest crude oil producers in EU 

 

Source: Eurostat, National Institute of Statistics (INSSE) 

In 2014, domestic oil consumption rose significantly for the first time in the last ten 

years reaching 10,516 mt (+15% Y/Y), however 25% below 2005 level. Domestic oil 

production declined constantly from 5,215 mt in 2005 to 3,788 mt in 2014 (-27%). Last 

year, crude imports surged by 27% Y/Y to 6,727 mt securing 64% of domestic 

consumption.  

10Y evolution of domestic consumption of crude oil 

 

 According to the National Strategy for 2015-2035, Romania has proven reserves of 

60m tonnes of crude oil. Most of these reserves are located onshore and only 4% in 

the Black Sea continental shelf. The average annual production in recent years was 

about 4.2m tonnes and the proven reserves are constantly declining by 5% per year. 

The reserves replacement rate for crude oil is 5% and Romania’s reserves are expected 

to last for approximately 23 years. 

OMV Petrom, the sole domestic producer with 3.9mt of oil produced in 2014, accounts 

for 36% of the entire oil production in Romania, while the rest is imported.  

Three active refineries with combined Romania’s entire oil production and imports are refined in three major operational 
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(mt) 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Domestic consumption 14,088 13,467 13,072 12,917 11,294 10,021 9,527 9,119 9,166 10,516 

% Y/Y growth 14% -4% -3% -1% -13% -11% -5% -4% 1% 15%

Domestic production 5,215    4,791    4,541    4,500    4,400    4,200    4,075 3,991 3,867 3,788    

% Y/Y growth -5% -8% -5% -1% -2% -5% -3% -2% -3% -2%

% in domestic consumption 37% 36% 35% 35% 39% 42% 43% 44% 42% 36%

Import 8,873    8,676    8,531    8,417    6,894    5,821    5,452 5,128 5,299 6,727    

% Y/Y growth 30% -2% -2% -1% -18% -16% -6% -6% 3% 27%

% in domestic consumption 63% 64% 65% 65% 61% 58% 57% 56% 58% 64%

Source: National Institute of Statistics (INSSE), Swiss Capital estimates
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capacity of 11.7mt and a utilisation 

rate of more than 90% 

centers that have a combined capacity of 11.7mt and a utilisation rate of more than 

90%: 

* Petrobrazi refinery, owned by OMV Petrom. After investments of EUR 600m, the 

refinery is in the position to process the entire crude oil production of OMV Petrom at 

a capacity of 4.2mt/year. Following the modernisation process, diesel and jet fuel will 

have a share of up to 45% in its products yield structure - while Petrobrazi refinery was 

capable of producing around 0.9mt of diesel per year in 2009, presently the refinery’s 

diesel production capacity has increased to more than 1.5mt. The increase of the diesel 

share in Petrobrazi refinery’s production enables a better response to the demand on 

the Romanian market. In the past, when the refinery was designed, gasoline 

consumption exceeded that of diesel but in recent years this trend has reversed. 

Petrobrazi refinery has an utilisation rate of around 90%.   

 * Petromidia, acquired by KazMunaiGaz in 2007, has a capacity of 5mt/year. The 

refinery is located on the Black Sea coast and it operates to full capacity. Having its 

own oil terminal, the refinery currently uses COTE’s pipeline in a lower extend from 

58.1% in 2008 to 2.24% in 2012.  

 * Petrotel refinery, owned by Lukoil, is currently one of the largest refineries in Eastern 

Europe. With a capacity of 2.5mt, the oil is being transported from the Black Sea Oil 

Terminal to the refinery, using COTE’s pipelines.  

COTE could also respond to the increased demand from the refineries that are 

currently under preservation. However, we do not see this happening in the forecasted 

period.  
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 Q1’15 Results 

Q1'15 net profit surged by 20% Y/Y to 

RON 17.7m on increased imported 

volumes and tariffs  

P&L (IFRS) 

 

 For Q1'15, sales revenues went up by 5% Y/Y to RON 96m triggered by increased 

imported volumes and tariffs starting February this year.  

In Q1’15, COTE's total oil transported volumes increased by 25% Y/Y on higher-than-

expected imported volumes (967k tonnes). The 74% Y/Y hike in imported volumes 

was partially offset by lower domestic crude oil volumes of 975k tonnes (-2% Y/Y). 

The realised tariff for import sub-system was 17% lower Y/Y to RON 18.96/tonne on 

increased volumes of crude oil transported for Rompetrol refinery for which the 

tariffs are low due to its location in the proximity of Oil Terminal. According to COTE’s 

management, the company transported 330k tonnes of crude oil (4x above 2015 

(RONm) Q1'14 Q1'15 % Y/Y

Sales revenues, o/w 91.8 96.1 5%

    Transport revenues , o/w 91.4 95.5 4%

          Domestic crude oi l  transport rev. 78.9 77.1 -2%

               Domestic crude oil volumes 1.0 1.0 -4%

          Import crude oi l  transport rev. 12.4 18.3 47%

                Import crude oil volumes 0.5 1.0 82%

    Other revenues 0.4 0.6 45%

Other revenues, o/w 6.8 7.1 6%

    Revenues  from modernisation quota 6.1 6.9 13%

Operating revenues 98.6 103.2 5%

Raw materia ls  and consumable expenses 5.5 5.6 2%

Personnel  expenses 21.8 23.8 9%

D&A 12.2 12.1 -1%

Externa l  services  expenses , o/w 29.3 27.1 -8%

    Roya lties 6.9 7.3 6%

Other expenses , o/w 14.4 15.4 7%

    Modernisation quota  expense 14.0 14.2 2%

Provis ions  adjustments (0.5) (0.5) -13%

Operating expenses 82.5 83.4 1%

EBITDA 28.2 32.0 13%

EBITDA margin 31% 33%

EBITDA adjusted* 36.0 39.2 8%

EBIT 16.0 19.9 20%

EBIT margin 17% 21%

Interest (Expense)/Income net 2.4 1.8 -25%

FX Income/(Loss ) (0.1) 0.0 -103%

Other financia l  ga ins  (losses) 0.1 0.1 -2%

Financial result 2.4 1.9 -21%

EBT 18.4 21.7 18%

EBT margin 20% 23%

Net profit 14.8 17.7 20%

Net profit margin 16% 18%

Source: Conpet, Swiss Capital estimates; *EBITDA adjusted by revenues and 

costs resulting from the modernisation quota accounting
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budgeted level) as the own transport business of Rompetrol refinery had been 

affected by the unfavourable Black Sea conditions.  

Revenues with the modernisation quota went up by 13% Y/Y to RON 6.9m. As such, 

operating revenues came in at RON 103m (+5% Y/Y). 

Operating expenses remained flat at RON 83.4m, as the increase in personnel 

expenses by 9% Y/Y to RON 23.8m on compensation payments for layoffs was offset 

by the decrease in crude oil rail transport expense of RON 17.6m (-13% Y/Y). Thus, 

Q1’15 EBIT went up by 24% Y/Y to RON 20m. 

Financial result went down by 21% Y/Y to RON 1.9m on lower interest rates, while the 

cash pile reached RON 364m, 6% higher compared with 2014-end.  

Q1'15 CAPEX stood at RON 7m, in line with the budgeted level. 

 

 Key DCF assumptions 

 Our assumptions are based on COTE’s budget plan for 2015 (approved by the 

company’s shareholders on the GSM that took place on the 10
th

 of June) with slight 

adjustments to incorporate Q1’15 results. 

COTE’s primary source of revenues is represented by the transportation of domestic 

and imported crude oil and accounts for 93% from the total operating revenues. 

These transport revenues are estimated based on secured volumes (in accordance 

with the contracts COTE signs with its clients) and regulated tariffs. For the domestic 

sub-system, the avg. tariff for this year was set flat at 2014 level of RON 78.64/tonne 

(the adjustment of the tariff with the inflation rate was offset by the elimination of a 

cost which has been transferred to OMV Petrom), whereas for the import sub-system 

the tariff increased by 10.3% Y/Y for Petrotel refinery and by 20.8% Y/Y for Petromidia 

refinery.  

Conpet: Estimated transport revenues and volumes  

 

FY’15 transport revenues to remain 

relatively stable on increased import 

tariffs that are to offset volumes 

decrease 

 

We see FY’15 revenues from domestic crude oil transport down by 1.4% Y/Y to RON 

310m due to a slight decrease in volumes by 1% Y/Y to 3.9mt while avg. tariffs are set 

flat for this year.  

Based on our estimate on domestic oil production we expect a slight decrease in 

volumes of 1% Y/Y for the following period. As for tariffs, we forecasted a relatively 

moderate growth at a 5Y CAGR of 0.7%. As such, domestic revenues should average 

RON 309m over 2016 – 2019 period. 

2014 2015F 2016F 2017F 2018F 2019F
Transport revenues, o/w

m tonnes 6.63 6.50 6.22 6.20 6.17 6.14

RON m 372.95 371.83 369.95 370.59 371.39 372.70
Domestic crude oil transport

m tonnes 3.96 3.92 3.88 3.85 3.81 3.77

RON m 314.40 309.92 309.20 308.99 308.87 309.19

Import crude oil transport

m tonnes 2.67 2.58 2.34 2.35 2.36 2.38

RON m 58.55 61.91 60.75 61.60 62.51 63.51

Source: Conpet, Swiss Capital estimates
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We see FY’15 revenues from import sub-system up by 9.4% Y/Y to RON 62m due to 

the increase in tariffs starting February this year by an avg. of 13% Y/Y.  We estimate 

imported crude oil volumes of 2.6mt (-3.3% Y/Y) for 2015. For the rest of the explicitly 

forecasted period, we expect the imported volumes to increase at an average of 0.5% 

per year, while for tariffs we modeled in yearly inflation adjustments. Hence, 

imported revenues from crude oil transportation could average some RON 62m over 

2016 – 2019 period.   

OPEX to adjust further down in 2015 

and to stabilise starting next year 

 

Since 2011, Conpet managed to decrease the operating expenses by 2.5% to RON 

348m in 2014. We see FY’15 OPEX to go further down by 1.6% Y/Y to RON 342.6m 

mainly on decreased crude oil rail transportation expenses (-3.7% Y/Y to RON 76m), 

and other expenses with taxes and revaluation of tangibles (-4.2% Y/Y to RON 62m). 

We expect OPEX to stabilise starting  next year and to remain relatively flat over the 

rest of the explicitly forecasted period. Service railway and duties, which have the 

highest burden on third party expenses, are estimated to decrease at a 5Y CAGR of 

0.8%, whereas royalty for concession, computed by applying a 10% rate to 

transported revenues (excl. railway) should remain stable averaging RON 28.5m. We 

believe personnel expenses would increase by 0.7% CAGR over the forecasted period 

as we expect wages to rise in line with inflation and the number of employees to 

further decrease. D&A is expected to go up at a 5Y CAGR of 0.7% due to increased 

CAPEX.  

Thus, for FY’15, EBIT could end up at RON 61m (+11.3% Y/Y). 

CAPEX of RON 188.5m (EUR 43m) 

scheduled for 2015 – 2017 period 

COTE estimates CAPEX needs of RON 188.5m (EUR 43m) over the 2015 – 2017 period. 

For 2015, the company has programmed total investments of RON 52m (EUR 11.7m), 

that would be financed from the modernisation quota (71%) and own resources 

(29%). COTE plans to spend RON 21m (EUR 4.7m) for pipeline rehabilitation, RON 

5.3m (EUR 1.2m) for the modernisation and monitoring of the cathodic protection 

system and RON 11.3m (EUR 2.5m) for other investments. 

Declining financial result on lower 

interest revenues 

The financial result is expected to plunge by 46.3% Y/Y in 2015 due to the declining 

interest rate environment. As a reminder, in Q1’15, COTE acquired RON 260m 

denominated gov’t bonds maturing on January 2016 and carrying an annual yield of 

1.5%. For the rest of the forecasted period, we estimate COTE’s interest revenues to 

average RON 5.5m. 

Dividend pay-out ratio of 100% We believe that as long as the company will remain stick to its relatively low 

maintenance CAPEX, it will continue to offer a stable dividend pay-out ratio of over 

85%. Based on a pay-out ratio of 100% after legal reserves, we expect a FY’15 DPS of 

RON 6.12 (+3% Y/Y), implying a DIVY of 9.1% if last price considered. Please notice 

that in 2014 the company proposed a DPS of 5.94 (+74% Y/Y), implying a pay-out 

ratio of 100%. 
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 Conpet: DPS and DIVY 

 

Source: Conpet, Swiss Capital estimates 
 

 

 Valuation 

 We initiate coverage on Conpet (COTE) with a target price of RON 83.6 per share 

revealing an upside potential of 25%. We used a DCF model with a 5-year explicitly 

forecasted period after which a terminal free cash flow with a perpetual growth of 

1% is employed. 

Conpet: DCF Valuation 
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2011 2012 2013 2014 2015F 2016F 2017F 2018F 2019F

DPS Dividend yield

(RON'000) 2015F 2016F 2017F 2018F 2019F

EBIT 61,029 60,232 60,480 60,137 60,473

Plus : Depreciation 46,979 47,183 47,560 47,747 48,003

Minus: Tax on EBIT (9,765) (9,637) (9,677) (9,622) (9,676)

Capita l  expenditures  (51,912) (74,290) (62,335) (62,846) (66,490)

(Increase)/decrease in working capita l (6,340) 135 (10) (10) (9,919)

Free cash flow 39,991 23,622 36,018 35,406 22,391

WACC 7.8% 7.8% 7.8% 7.8% 7.8%

Present va lue 37,115 20,346 28,792 26,267 15,417

Cumulative net present va lue 37,115 57,461 86,253 112,520 127,937

Growth Rate 1.0%

Terminal  va lue 335,042

Net present va lue of terminal  va lue 230,681

Enterprise value 358,618

Minus: Net debt (net cash) (365,184)

Value of equity 723,802

Equity value per share (target price) 83.60

Upside / (downside) 25%

WACC assumptions

Risk free rate 1.8% 1.8% 1.8% 1.8% 1.8%

Market premium 6.0% 6.0% 6.0% 6.0% 6.0%

Beta leveraged 1.00 1.00 1.00 1.00 1.00

Cost of debt 0.0% 0.0% 0.0% 0.0% 0.0%

Cost of equity 7.8% 7.8% 7.8% 7.8% 7.8%

Beta unleveraged 1.0 1.0 1.0 1.0 1.0

Debt/(Debt+Equity mv) 0% 0% 0% 0% 0%

Source: Conpet, Swiss Capital estimates, Thomson One
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Peers comparison 

 

COTE is currently traded at 2.0x FY’15f EBITDA and 10.9x FY’15f P/E, implying a 

discount to the median of peers of 62% and 22%, respectively. 

At target price, would trade at 3.3x FY’15f EBITDA and 13.7x FY’15f P/E. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2014A 2015F 2014A 2015F 2014A 2015F

KazTransOil KZTO-KX KAZ 2.2x 2.8x 6.2x 7.9x 0.6x n/a

Terna TRN-MI ITL 10.2x 5.3x 13.9x 14.0x 2.4x 2.4x

Enagas ENG-MC SPA 10.8x 10.6x 15.4x 14.2x 2.8x 2.5x

National Grid NG-LN UK 10.2x 11.2x 12.4x 16.1x 2.6x 2.7x

Elia ELI-BT BEL 11.9x 12.2x 13.5x 15.5x 1.0x 1.0x

Transelectrica TEL-RO RO 2.8x 3.0x 6.3x 6.8x 0.8x 0.7x

Transgaz TGN-RO RO 3.2x 3.2x 6.2x 6.4x n/a 0.9x

10.2x 5.3x 12.4x 14.0x 1.7x 1.7x

Conpet (@ market price) COTE RO 2.4x 2.0x 11.3x 10.9x 0.8x 0.8x

Premium (Discount) -77% -62% -9% -22% -53% -55%

Conpet (@ target price)  3.8x 3.3x 14.1x 13.7x 1.0x 1.0x

Premium (Discount) -63% -37% 13% -2% -41% -44%

Source: Thomson One, Swiss Capital estimates

EV/EBITDA P/E P/B

Median of peers 

Company Ticker Country
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Conpet: P&L (IFRS individual) 

 
 

Conpet: Balance Sheet (IFRS individual) 

 
 

Conpet: Cash Flow (IFRS individual) 

 

 

 

(RON'000) 2011 2012 2013 2014 2015F 2016F 2017F 2018F 2019F

Sales revenues, o/w 341,257 334,318 348,854 375,033 373,826 371,971 372,629 373,446 374,783

          Domestic crude oi l  transport rev. 293,352 296,480 304,217 314,400 309,921 309,200 308,993 308,873 309,195

          Import crude oi l  transport rev. 46,088 36,007 43,162 58,546 61,907 60,754 61,597 62,515 63,509

     Revenues  from modernisation quota 34,586 33,703 50,157 25,466 27,273 27,879 28,753 28,958 28,989

D&A 49,113 56,136 36,663 46,430 46,979 47,183 47,560 47,747 48,003

Personnel  costs 100,074 101,078 97,885 98,015 98,167 98,919 99,579 100,555 101,540

Modernisation quota expense 53,788 51,927 53,293 58,036 57,633 57,343 57,442 57,565 57,769

EBITDA 75,907 86,059 66,613 101,264 108,008 107,415 108,040 107,884 108,476

EBITDA margin 22.2% 25.7% 19.1% 27.0% 28.9% 28.9% 29.0% 28.9% 28.9%

EBITDA adjusted* 95,108 104,283 69,748 133,834 138,368 136,879 136,729 136,491 137,256

EBIT 26,793 29,923 29,950 54,834 61,029 60,232 60,480 60,137 60,473

EBIT margin 7.9% 9.0% 8.6% 14.6% 16.3% 16.2% 16.2% 16.1% 16.1%

EBT 37,871 40,765 41,300 64,467 66,204 65,331 65,605 65,462 65,986

EBT margin 11.1% 12.2% 11.8% 17.2% 17.7% 17.6% 17.6% 17.5% 17.6%

Net profit 28,559 30,808 31,298 51,434 52,963 52,264 52,484 52,369 52,789

Source: Conpet, Swiss Capital estimates; *EBITDA adjusted by revenues and costs resulting from the modernisation quota accounting

(RON'000) 2011 2012 2013 2014 2015F 2016F 2017F 2018F 2019F

Long term assets 423,659 400,872 421,044 419,183 424,116 451,224 465,999 481,097 499,585

Inventories 9,121 9,316 7,404 7,709 7,552 7,536 7,559 7,589 10,757

Receivables 30,051 37,320 42,016 35,026 34,480 34,309 34,370 34,445 36,651

Cash 200,940 205,530 256,575 343,037 365,184 366,990 381,562 395,201 396,512

Total assets ## 663,770 653,037 727,040 804,956 831,333 860,058 889,489 918,333 943,504

Short term debt 19,176 32 -          -          -          -          -          -          -          

Long term l iabi l i ties 2,544 3,470 4,104 1,892 1,892 1,892 1,892 1,892 1,892

Current l iabi l i ties 51,580 40,313 49,469 55,013 48,353 47,978 48,153 48,196 43,843

Shareholders  funds ## 574,145 595,182 650,754 723,425 755,315 784,080 812,988 841,481 870,680

Equity & liabilities 663,770 653,037 727,040 804,956 831,333 860,058 889,489 918,333 943,504

Source: Conpet, Swiss Capital estimates

(RON'000) 2015F 2016F 2017F 2018F 2019F

Profi t before taxes 66,204 65,331 65,605 65,462 65,986

(-)    Income tax (12,859) (13,388) (13,020) (13,145) (13,004)

(+)   Depreciation 46,979 47,183 47,560 47,747 48,003

(-)    (Increase) / Decrease in working capita l (6,340) 135 (10) (10) (9,919)

Cash flow from operations 95,132 99,595 100,484 100,361 91,390

Capita l  expenditures/long term investments (51,912) (74,290) (62,335) (62,846) (66,490)

Cash flow from investing (51,912) (74,290) (62,335) (62,846) (66,490)

Cash surplus  (defici t) generated before financing 43,220 25,305 38,149 37,515 24,900

Other revenues , modernisation quota 30,360 29,464 28,689 28,607 28,780

Dividends  paid (51,434) (52,963) (52,264) (52,484) (52,369)

Cash flow from financing (21,074) (23,499) (23,576) (23,876) (23,590)

Total change in cash 22,146 1,806 14,573 13,639 1,311

Cash Balance  -  Beginning of Period 343,037 365,184 366,990 381,562 395,201

Cash Balance  -  End of Period 365,184 366,990 381,562 395,201 396,512

Source: Conpet, Swiss Capital estimates
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Conpet: Key Ratios 

 
 

Conpet: Per Share Data and Trading Multiples  

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2011 2012 2013 2014 2015F 2016F 2017F 2018F 2019F

Profitability

Net profi t margin 8.4% 9.2% 9.0% 13.7% 14.2% 14.1% 14.1% 14.0% 14.1%

RoavgA 13.5% 7.5% 7.6% 12.2% 12.6% 11.9% 11.4% 11.1% 10.8%

RoavgE 5.2% 5.3% 5.0% 7.5% 7.2% 6.8% 6.6% 6.3% 6.2%

Asset management

Inventory turnover (Days) 5.34 11.32 8.87 9.01 9.29 9.21 9.18 9.18 11.09

Days  sa les  outstanding 15.8 36.1 40.7 36.8 33.3 33.1 33.0 33.0 33.9

Payables  days 14.0 25.6 22.8 32.9 32.9 32.9 32.9 32.9 32.9

Leverage and liquidity

Leverage (total  l iab/equity) 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1

Gearing (Net debt/equity) -0.3 -0.3 -0.4 -0.5 -0.5 -0.5 -0.5 -0.5 -0.5

Net debt/EBITDA -2.4 -2.3 -3.8 -3.4 -3.4 -3.4 -3.5 -3.6 -3.6

Debt/Assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Current ratio 3.4 6.3 6.2 7.0 8.4 8.5 8.8 9.1 10.1

Quick ratio 3.3 6.0 6.0 6.9 8.3 8.4 8.6 8.9 9.9

Payout ratio 78% 92% 94% 100% 100% 100% 100% 100% 100%

Source: Conpet, Swiss Capital estimates

2011 2012 2013 2014 2015F 2016F 2017F 2018F 2019F

Per Share Data (RON)

EPS 3.30 3.56 3.62 5.94 6.12 6.04 6.06 6.05 6.10

EPS growth 8% 2% 64% 3% -1% 0% 0% 1%

BVPS 66.32 68.75 75.17 83.56 87.24 90.57 93.91 97.20 100.57

DPS 2.57 3.27 3.41 5.94 6.12 6.04 6.06 6.05 6.10

DPS growth 27% 4% 74% 3.0% -1% 0% 0% 1%

Valuation multiples at market price

P/E 20.3 18.8 18.5 11.3 10.9 11.1 11.0 11.1 11.0

P/BV 1.0 1.0 0.9 0.8 0.8 0.7 0.7 0.7 0.7

P/Sales 1.7 1.7 1.7 1.5 1.6 1.6 1.6 1.6 1.5

EV/Sales 1.2 1.1 0.9 0.6 0.6 0.6 0.5 0.5 0.5

EV/EBITDA 5.3 4.4 4.9 2.4 2.0 2.0 1.9 1.7 1.7

Dividend yield 3.8% 4.9% 5.1% 8.9% 9.1% 9.0% 9.1% 9.0% 9.1%

Valuation multiples at target price

P/E 25.3 23.5 23.1 14.1 13.7 13.8 13.8 13.8 13.7

P/BV 1.3 1.2 1.1 1.0 1.0 0.9 0.9 0.9 0.8

P/Sales 2.1 2.2 2.1 1.9 1.9 1.9 1.9 1.9 1.9

EV/Sales 1.6 1.6 1.4 1.0 1.0 1.0 0.9 0.9 0.9

EV/EBITDA 7.2 6.1 7.1 3.8 3.3 3.3 3.2 3.1 3.0

Dividend yield 3.1% 3.9% 4.1% 7.1% 7.3% 7.2% 7.3% 7.2% 7.3%

Source: Conpet, Swiss Capital estimates
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